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MARKET INDICATORS 


Canada Japan 
Population (1971) 21.8 million 105.0 
Cone Cro) S03; 0Cbnl 14 on $255.2 
Passenger cars (1971) 6 ome on 18.9 
Telephones in use (1971) 9 3 milli én 2D 
TV sets (1971) ese ma Laon ERAS: 
Steel production (1971) 11.9 million tons 88.6 
Cement production (1971) 8.3 million tons 59.4 
Electricity production (1971) 21.50) bilson Kwh: (43/98) 
Motor vehicle production (1971) Vk mid Lon mas! 
Trade 
Exports (1971) ee billion ele 
Imports (1971) 16.6 billion Loe 7 


million 


billion 


million 
million 
mid Lyon 


midi ren 
tons 
million 
tons 
OLE 

kwh 
million 


bi Lion 
bition 


ts 


St) i. i 


D 
a 
Th ff ri i fh, a at of f 7» ' fi j a - wi _ 
a | ¢ { ; ‘ : 7 -" a 
ae. { 14 6 | : 17 eli ; 4 4 if ‘ 


Robe is 1: Sis 


me ee 


INTRODUCTION 


Japan is the third largest producer of goods and services 
in the world, and the third most important trade partner 
of Canada. The country has attained prosperity through 
hard work, ingenuity and efficient organization. Pro- 
tection from foreign capital and foreign imports gave 
shelter to the growth of domestic industry. The high 
propensity to save and invest has enabled Japan to 
maintain a rapid rise in productivity. 


The "invest, produce and export" attitude has accumu- 
lated its side effects which now pose serious problems. 
With per capita GNP of more than $2,000, the Japanese 
people are asking for lower food costs, more foreign 
consumer goods and better living environment. 


International pressure is mounting toward Japanese poli- 
cies on trade and investment. The yen was revalued in 
December 1971 but Japan's exports and foreign exchange 
reserves have kept rising at a bewildering speed. Drastic 
measures are urgently required to correct the imbalances, 
domestically and internationally. 


The new Tanaka Government has adopted measures to 

restrain exports and encourage imports. Across the board 
tariff reduction and larger import quotas will make access 
to the Japanese market less formidable to foreign exporters. 


a 


a a ¥ : a a 
edstvres, SoA vbeds fy xe dbu te caagiet | bafiy Alls) e 
NEI? SES SU. SOR oak 3) ef) dae nes Dts Sotont 

So i Nos (ig ¥y: at va! rou - tj i 4 PIE 5 ’ ) . Gh oa aol iS ¥. SAL a) : , 
ott udleeetpente dae 'SLi Td) bas N23 bok! gt ee 


Pity 


1 19 - Tr ery ia =e 25 i 9) ee Ab pe > r ‘ i a 
=? 4 E = —* RA ea d 4 r e 7 ad JM Md i » - a A ¢ . L ne 
ve ; ‘ % = yy 
Be - ai) « 4 ( i | *) : : 44 b&b > ns 
} 
o y £ 
j se enero. Tyrie os 1%: + Se ped 
‘ = =" Her! ies 5 
» = 7 ’ % 
s 7 i 7 ‘ f | 
dng ¢ OR rl 4 Sass 4 * , 
4 7 acts ‘ ‘ ; ran) 
is ; :) 4 
| ‘ 
* 
“ . am « i 
+ 
A : 
i a | 7 
4 iFuce he i 
' 
. 7 
, 
+ \ 
4 
i. 


GENERAL INFORMATION 


i. Geograph y and Climate 


Japan consists of a chain of islands which forms an 

arc 1,500 miles in length and 140,000 square miles in 
area, and which is separated from continental Asia by 
the Sea of Japan. Over three-quarters of the land area 
is mountainous, with many volcanic regions and active 
volcanoes. The four largest islands from north to south 
are Hokkaido, Honshu (containing Tokyo and Osaka), 
Shikoku and Kyushu. 
Japan is situated in the temperate zone, and has a 
generally mild climate with four distinct seasons. 

Climatic patterns range from that of Hokkaido in the north, 
with seasons quite similar to southern Ontario's, to the 
sub-tropical climate of Kyushu in the south. High temper- 
atures, abundant rainfall, and long hours of sunshine in 
most parts of Japan provide an excellent basis for its 
high-yielding rice culture. 


Climatic Patterns in North, Central and 
Southern Japan 1971-72 


Average Temperature 


(degrees F) Precipitation 
January July (Inches per year) 
Sapporo 25 66 51.5 
Tokyo hh 78 65.5 
Osaka 15 g0 They, 
Kagoshima 50 82 bie se 


Source: Monthly Statistics of Japan 


2. ‘Human Resources 


a) Population 


The total population of Japan in 1971 was 105,010,000 
99 per cent of which were of Japanese nationality. The 
density of population in Japan, 750 per square mile; 

is one of the highest in the world. Japan's population 
growth has been held to a rate of 1% per year, compared 
with growth rates of 2% to 3% in most other Asian 
Countries. 
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In 1970, more than 73% of Japan's population lived in the urban 
areas, which comprised 25% of its land area. Between 1945 and 
1970, the proportion of rural population and urban population 
made a complete reversal. - 


Nearly 20% of Japants population lives in the 8 Jargest cities, 

In the last few years, however, population in these cities has 
grown at a slower rate than the national average, and has declined 
in such cities as Tokyo and Osaka. 


About one-third of the Japanese population is concentrated in the 
three largest metropolitan areas (Tokyo, Osaka and Nagoya), 

which have a combined land area of less than 1% of the total 
land jianea pol wanan. 


Population of the Bight Largest Cities 1968 and 1970. 


1968 19'70 


-thousands- 
Tokyo (city proper) 8,997 8,840 
Osaka (city proper) BURGE 2,980 
Yokohama Pe Sion C, ceo 
Nagoya 1,998 £2,036 
Kyoto Tite eis 
Kohe igen 1,288 
Kitakyushu IN OLIC de Oue 
Sapporo WAS)s) ly OAR) 


20,638 20,858 


bia sour 


Japan has a labour force of 51,140,000. Unemployment averaged 
about one* percent between 1960) tio’ 1970. *Aecording’ o> covernment 
placement: records, there were 4.7 million new openings offered 
by industry against 666,000 new applications submitted by senior 
high school eraduates in’ 19715 


Employee rer cons. oy* Industries 719071 


"000 = 
All. Industries calla ei 100.0 
Agriculture and Forestry 7,680 5.0 
Fishery 1.60 0.9 
Mining 190 O.4 
Construction a iets sia 
Manufacturing 13 SAO 2470 
Wholesaling, Retailing, Finance, 
Insurance and Real Estate i 780 Po< 
Transport, Communications and 
Publie Uti lioy SSL al 
Services eee Ve 
Government Service 670 3.3 


Source: Monthly Statistics of Japan. 
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During the 1960's the absolute number of persons employed in 
the primary industries sharply diminished and its proportion 
relative to the number employed in all industries was virtually 
halved. In contrast, the secondary and the tertiary industries 
made substantial gains in employment. 


Relative Changes in Employment, 1960 and 1970 
1960 1970 


Aeraculture, /forestry, Fishery 


and mining 38aO pees 
Manufacturing and construction 26.6 Cine 
Service industries 39.8 Lake 

Total 100.0 LOCO 


3. Government 


Japan is one of the world's oldest empires. The first 
Constitution of 1889 was replaced by the Constitution of 
1946, promulgated under the chaperonage of the Allied 
occupation forces. 


Under the new constitution, the Emperor is the symbol of 
national unity without governing power. Legislative power 
lies with the Diet, comprising the House of Representatives 
(486 seats) and the House of Councillors (250 seats), both 
etectcd’ by universal sutirace. 


Executive power is exercised by the Cabinet, consisting of 
the Prime Minister and 18 Ministers. The Liberal Democratic 
Party forms the present government, led by the Prime Minister 
Kakuei Tanaka. Key portfolios of the Tanaka Government 
inciude: 


Minister of /ForeiensAfrairs Masayashi Ohira 


Minister of Finance - Koshiro Ueki 
Minister of International 

Trade and. Industry - Yasuhiro Nakasone 
Minister of Agriculture and 

Forestry - Tokuso Adachi 
Director General of Economic 

Planning Agency reds Hes 0 a al - aca lo 
Director General of Environ- 

ment Agency - Osanori Koyama 


Other major political parties are the Japan Socialist Party 
and the Komeito (Clean Government Party). 


The judicial system is specified to be independent from the 
executive power. It consists of the. Supreme Court, high 
courts, district courts, family courts and summary courts. 
ihe jury system is notlin practice in. Japan, 


The country is divided into 46 prefectures, each electing 
its governor to head the local government. 
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Pinal co 
STRUCTURE OF THE ECONOMY 
i  UUNUN 
1. General 


During the 1950's and the 1960ts Japan consistently held 
a high rate of economic growth that astonished the world. 


Annual Rate of GNP Growth he 
Constant Prices. 


1950-60 1960-70 
Ip 


Japan yaya ee 
West Germany 7.9 Ley. 
France be5 56 
Britain PEAS) Pa G! 
Canada A ib Trae, 
United States ae ie Pe 


Sources i On ace Dp. 


The continuous rise in productivity which has sustained 

the nationts economic growth was fostered by the peculiarly 
Japanese model of a "guided" free enterprise. A proper 

mix of paternalistic tradition and modern technology 

provided an ideal setting for carrying out Japan's indus- 
trial strategy. Once policies were laid down, the tripartite 
alliance of government, business and labour strove to attain 
the objectives with efficient organization and utmost dedication. 


The crux of Japan's industrial strategy is the heavy 
emphasis on investment. Compared with Western countries, 
GNP growth in Japan owes much less to consumer spending 
and far more to investment activities. In 1971 domestic 
fixed capital formation amounted to 36% of GNP. In com- 
parison, Canada's fixed capital formation was 22% of GNP 
gg ued a0 . 


In this context, the Japanese government has invariably 
played a key role in fostering and developing modern 
industries such as electronics, iron and steel, shipbuilding, 
petrochemicals and computers. Available resources of 
capital and technology were diverted into these high 
priority industries and foreign competition was eppectively 
warded off under government guidance and protection. The 
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concerted efforts have served to elevate Japants inter- 
national standing to second largest in the production of 
goods and services and third largest in exports among the 
non-communist countries of the world. 


Gross domestic Export 

product, 1970 1971 

$ billions $ billion 
United States 969.6 io 
Japan ee mee Bee 
West Germany WS GANG Stans 
France 1, ZO vk 
Britain Abu: Aol 
Canada Sou 2 Lee 


Source: United Nations. 


2. Gross National@Product 


Japants 1971 GNP was Yen 78,593.4 million, equivalent to 
$255.2 billion atwohe new yen rate of 308 to one. The 
per capita GNP of $2,440 in 1971 showed more than 100% 
increase over the per capita GNP in 1966. 


Gross National Expenditure, OF A 


$billion Percent 

Private consumption 

expenditure P3829 Dieeid 
Government consumption 

expenditure Zes3 Su 
Gross Tixediicapical 

formation So.2 S16 
Inventory increase 3% 9 aes, 
Receipts from abroad BAe L256 
Payments abroad i Di253 (-)9.9 


Total Co Digte TOO7=.G 
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a Apricultune., Forestry and) Fishing 
asrAgriculture 


Because of the mountainous topography only one-sixth of 
Japants land area is arable. The average size of a farm 
is’ 25/*acres. “There 7s) thus onlyoo. 1, acre ot farm land 
vo fesd each person in’ the country, compared to-2z75eacres 
per person in North America. 


land Utiniazation> Selected »Countries~(4965-68)) 


(million hectares) 
35 


Others 


Forest 


‘Pasture and 
stock-farm 


Cultivated field 
and orchard 


U.K. Germany . Italy Japan 
(F.R.) 


Source: Japan's Economy 1971. 


Ministry of Foreign Aifairs 


Despite such limitations, Japan is over 80% self-sufficient 
in its food requirements because of the high productivity 
in agriculture. However, a’ continuing decline in the agri- 
cultural labour force, and an increasing demand for a high 
protein diet by Japan's affluent consumers are expected to 
diecrease the country's self-sufficiency in the 1970's. 
Agriculture and forestry employment in 1971 was 7.7 million 
or 15.0% of the employed labor force. 


Rice, wheat, barley, potatoes and soybeans are Japan's 
principal food crops. Although yield per acre has been 
rising for all crops,total production has been declining 
Tor ail exctepy rice, due to a steady contraction. of the 
growing areas. Rice-growing areas have remained rather 
steady over the years due to profitable government support 
juices. 


ProduGu.on. .On Principal Agricultural ta OCG Gent ee © 


Area ProducuLon 
(COO's hectares) (O00tTS metric tons) 
Rice iy Sips 12,689 
Wheat 229 L7h 
Barley 146 418 
Trish Potatoes 159 Shona 
Sweet Potatoes 129 2 yOu 
Sugar Beets 5h eo ays 
Soybeans 96 126 


POUGCengeJapan.oGavisuical .T6éarbook, 1/1, 


The dietary pattern of the Japanese population has been 
changane rapidly... -hice is losing its predominant position “as 
Japants staple food and consumption of wheat, meat, milk, and 
ether, dairy products has risen markedly. However, in the 
average Japanese diet, protein derived from food of animal 
origin is still about one-fifth as much as in a Canadian diet. 


Number of Livestock 1961-1971 


-OO0O's- 

UGG ee cal 
Daary cattle 885 NA siete, 
Other cattle Pee 1,759 
Hogs 2, 60k 6,904 
Sheep 677 26 
Goats bao 160 
Chickens Oy lie Ihe eae) 


Source: Japan Statistical Yearbook 1971. 


boo a enane 


The main source of protein in the Japanese diet is fish. 
Japan led the world in fishing for years, until this position 
was taken over by Peru. There were about 570,000 people 


: 


ae 


cee -fat 


oad 
wet] ht 


Maree Kaerk pata: 


a. 
; eee sable yi re 4 


PION PS uttenmnrrs pres 


* nal j - . 
Nat Se) oS. hee etre Oe ~ ae OS 


can tne lta Mig lt tN Sie A A 
A 


FORE 


ee ee 


C* Sa) seat 


a 


ai 


cae eu 


oe) ne 


aaa “wd e. 8 
LS a fa Pad be er ia Ee cab 


ar 
LY 1 
he ‘ 7, 
et ety seme <4! be 
J ! 
| 
t 
‘ ' 
| aca! 4 
i bad } 
ve 


ae 


oP Tcee 


employed in fisheries in 1970. Total freshwater and saltwater 
catch in 1970 amounted to over 9.3 million metric tons. Fish 
and fish products are important export commodities from Japan, 
earning $316 million in 1970. 


Cy Forestry 


Two-thirds of Japants land area is classified as foresy,. About 
40% of this total is coniferous, and about 50% is broad-leaf 
species. Government ownership covers 42% of total forest area. 
Japanese forestry industries are well-developed but steadily 
declining, producing 45 million cubic meters of timber in 1970. 
Japanese ‘cedar, cypress, pine and fir are the major domestically 
produced varieties of timber. Domestic demand for forest 
products far outstrips Japanese production, and in 1970 for the 
first time imports of lumber almost equalled domestic production. 
This represents a more than six-fold increase in imports between 
Lo60 and (1970. 


bee Mining 


Net domestic product from Japan's mining industry has been the 
smallest among all industry groups; less than 1% in 1970. 

A glaring example of the discrepancy between industrial demand 
and the domestic supply of minerals is iron ore. Japan produced 
about 93.3 million tons of crude steel in 1970, but imported 
about 100 million tons of iron ore and about 6.7 million tons 

of steel scrap, while domestic supply of iron ore was only 

$61, 05) tons, 


Dependence on Resources Overseas, 


Selected Countries. 


Japan 


20 


oO: btn ’ 


1960 62 64 66 69 


Source: Japan's Economy 197] 
Ministry on Foreign Affairs. 


ant 7 2 a7 AL 


| 9 = - 2 wi 
Jo5 oh jae. 2s BORK ola . ar oRege: “ie! atoaiat 
8 ol! 1G oe) A raee (ie tae eee a Og oo Be Detee. 
ttre con Srey 4 Pia at cot? | Or cui 


me Md a ; 
é es! z - i* ~) er a" yh ae 
5) inet © eh uso beeh y ae le 
( ive ‘ é ; oT a 70 ne 
1 *) Owe + hia 2 
\ 
yt a bs) 4 
ry y re * ar i 
dé T » ae 
as " 
Le) ie. 
t ' JT J 
‘ } 4 A 
" J 
J 
ro ' ( y Bt 7) * | - 
' 
q i 
> ara 
’ Docolh ce 
a i 
: lass Ww ra Tes Ly 
: \ 
‘ 
bh 
a\ 
ra 
— 


shld fsa 


By value of output, coal, copper ore, limestone, pyrite, 

and zinc ore are the most important minerals. Domestic 
production of natural gas increased by over 200% between 
1960 and 1970, while production of crude petroleum increased 
by 52% in the same period. 


Production of sPrincipal Minerale. 1968 and 1970 
(O00's metric tons) 


1968 1970 
Coal 16,568 39,694 
Copper ore tel) 120) 
Limestone 91,528 1169230 
Pyrite ore Pa iitlas, 2,640 
Iron ore L059 862 
Manganese ore 312 270 
Zine ore 264 280 
Refined sulphur 208 103 
Crude petroleum 7h (he 


Source: Japan Statistical Yearbook 1971. 


5. Manufacturing Industry 


a. General 


During the 10 years between 1960 and 1970, Japan's industrial 
production nearly quintupled, based on the strength of its rapidly 
expanding manufacturing industry. The index of industrial 
proauetion rose: from 38,9 to 209 41965— 100) - ain 1970 

industrial production rose by 16% and in 1971 by 5%. 

Japan isi the world leader in the production of many important 
commodities. 


By industry, the fastest rise in production value has been 
observed: Ln such Industrics asi transport. cquipment, steel, 
petrochemicals, electrical and non-electrical machinery, and 
man-made fibres. Even the production of the slowest growing 
industries such as spinning and fabrics, wood products, and 
food processing, doupled-during the decade. 


By groups, the production of capital goods increased nearly 

6 times during 1958-68, and consumer goods 3.3 times. On 

the other hand, the increase in durable consumer goods: pro- 
duction was almost eightfold during the 10 years, the largest 
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gain among all groups. In the 1960's textiles and other 
light industries declined sharply in importance compared to 
heavy machinery and chemical industries. 


Production of Principal Manufactured Goods 
1563-1068-1071 


Unit 1963 1968 LO ek 

1 800 T0000 "000 

Nylon fibres metric tons 80 215 Seco) 
Polyester fibres m 62 181 100 
Cotton fabrics *000m* 2,965 ain 2, W82 
Polyester fabrics LOAD LOO BP 8 joes io 
Pulp metric tons cesar Ae 6,661 9,039 
Paper . Bae a woL ste? 
Paperboard n Ey LO 4,468 5,778 
Cement i CPOE h7t680 SOUL Sk 
Ammonium sulphate u 2,200 apt ING eB ate, 
Urea " L017 hol sew hes 
PVG yresins e 349 933 iNOe SS 
Polyethylene tt 223 sin: 1,340 
Polystyrene fi ipl 387 695 
Synthetic rubber " 103 381 780 
Rubber products : 308 5@1 651 
Crude steel m BDO 066os Steers hy 
Copper Neg Tee 548 pean 
Lead " 101 165 ZA 
Aluminum " eek 481 893 


Zinc " 282 606 fine 
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Production of Principal Manufactured Goods 
1963-1968-1971 = ont 'ds. 


Unit 1963 1968 LOL 

O00 O00 TO00 

Diesel engines units 215 560 362 
Machine tools tt dee 184 184 
Generators " 6 25k 232 
Electric motors Ac tf SOO 73 Za gee 
Passenger cars : L408 2,056 Beles 
Trucks : 861 1,991 2,058 
Portwliiy trucks uf &Y 3h Seik 
Motor cycles i‘ oe S Cece ori. 
Steel vessels gross tons 23206 Sod OOO 
Telephones units 1,194 EO]. a 56 
Radios " 17,063. 30,189 828.092 
TV sets A 4,916 Oe LION nl eer ol 
Washing machines " 2,664 SAO.) 4,149 
Refrigerators " Seog eed: Silt 37003 
Watches and clocks " hey aS Sohole ys DOL 


Source: Monthly Statistics of Japan. 


Dae lronwand Steel 


Wartime bombings destroyed 32 of Japants 35 blast furnaces 
and 186 of her 208 open hearth furnaces, reducing steel 
production to 1 million tons in 1946, However, the prewar 
peak of "7565 midiion tons was surpassed by 1953. Thereafter, 
through continuous expansions, technical innovations, world- 
wide search for new ore supply and overseas markets, Japants 
steel industry created a new production record every year 
until it reached 93.3 million tons of crude svcel in W978, 
the third largest in the world after U.S. and Uss souk. 


Crude Steel Production - selected Countries, 
x O77 i (million tone 5 ear 


O 20 40 60 80 100 120 
| 


| 


USA 


USSR 


Japan 


Germany (F.R.) 


Source: U.N. Monthly Bulletin Of vcbatvistics, 
August 1972, 
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During the period of ambitious expansions, growth was put 
ahead of profit. In the late 1960ts net profit was siighnily 
above 2% of gross sales for the country's major steel companies. 
Foreign observers agree that Japan's steel industry has 
entered a new era of profit consciousness. In April 1968, 

the Nationts two largest steelmakers, Yawata and Fuji applied 
to the government for a merger which saves $55 million a year 
for the two companies in the cost of distribution alone. 

The new company, called Shin Nihon Seitetsu (Japan Iron and 
Steel) was formed on June 1, 1969, and in 1970 replaced 
U.S. Steel as the world's largest producer of crude steel with 
an gOutpub. of 3346 midis on tons: 


The outlook for Japan's steel industry is generally considered 
favourable although the growth rates of the last five or six 
years will probably not be repeated in the future. Domestic 
use of steel products will be the main area of expansion. 


Cre ona pbualdings 


Japan has led the world in shipbuilding since 1956. Production 
ofrsvcelyivesselis kine LO oiboteiiked 1OPoumillvdm gross tens,y-or 
jJust-under thal) off the wordd\s| total.) Japanviis: also the largest 
exporter of ships, with about 60% of the tonnage built in Japan 
going abroad. 


Shipbuilding in the World 
fal e 


Others 


24,860,000 F 


Gross tons 


Source: Monthly Bulletin of Statistics. 
June 1972. 
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A major trend within the huge Japanese shipbuilding industry 
has been the increasing number of mergers and various recip- 
rocal agreements between individual companies. Shipbuilders 
in Japan closely cooperate in sales and marketing activities, 
joint use of facilities and equipment ."and the exchange ‘or 
technology. 


However, the shipbuilding industry is also facing a shortage 
of skilled labor, and rising wages and ouner production ‘costs. 
ie will be ancressinely ditiiculo co mMaantaim Chenandustry!s 
advantage of short—notice deliveries and; competitive prices, 
Demand for Japanese ships is expected to remain high through 
1973 and ten decline slightly. 


ad. Automobiles 


The automobile industry is a good example of Japan's all-out 
efforts to develop‘a “srowth industry" as the pace-setter for 
the economy. “in 1O7L. Japan turned ouc 3.7/7 miviion passenser 
cars; 2 million trucks, and) 37% million motorcycles and three- 
wheeled trucks. This represents a 40% increase in the pro- 
duction of cars and trucks since 1968. Japanese automobile 
manufaclburing 1s now second’ only to that of, thesis.) In 1971 
exports of automobiles totalled 1.8 million units, a 200% 
increase over 1968 exports. 


The Japanese auto industry has in the past been protected by 
import quotas and high tariffs on foreign Cars. ands the: complete 
prohibition of foreign investment in the industry. With Datsun 
and Toyota Voppingsall other ores en "cars in the Uso. market , 

the argument that the Japanese industry is not yet "strong 
enough" to stand on its own feet no longer applies. The govern- 
ment is under increasing pressure to further liberalize its 
restrictions on imports and foreign investment. U.S. automakers 
have been negotiating with major Japanese producers for joint 
ventures to produce American vehicles in Japan. 


At peoenare foreign firms may invest up to 50% in Japan's auto 
manufacturing firms, including the manufacturers of parts. 

The import ceiling for foreign-made engines was increased from 
1,000 units a year to 10,000 - 30,000 units a year starting in 
1969. Industry and government officials agree that mergers 
between automakers should be encouraged and the proliferation 

of Japanese models reduced to cope with increasing international 
competition. 
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The servicing of U.S. planes operating in the Korean War 
gave the Japanese aircraft industry the first significant 
Opportunity to -expandvaiter WorldaWarill..-The firsh domes 
tically produced post-war commercial aircraft, the YS-11, 
was put into service in 1962. Development of a successor 
civiloan jetlimer wasijetarmted in «conguncii0on witli aU 2% 
manulacLurery bub suspended in WO7< ..,Uemand tor military 
aimengit tS.expected to amcreasingly support “Uhe Industry 
in the future as the national defense program expands. 
Total value of production of aircraft. and parts is now 
over $325 million a year. 


Le LeChronac Equipment 


Japan ranks second to the U:S. in the manufacture of electronics 
Products, nine industry which in the past hasnexported lradioe, 
tape=recorders, TV sets, and other consumer appliances around 

the world is now switching its emphasis to the production of 
industrial .electronics. Progress in manufacturing computers 
andeanbegrated: careuits is especially noteworthy.” Japanese 
computers are now used in upwards of 70% of all domestic 
installations, reilecting a “phenomenal growun since the mid-— 
1960's, especially in small-sized computers. The value of 

all electronic machinery and equipment production is already 

in the area of $11-12 billion a year, a level previously forecast 
for 1975. Like other Japanese industries, the computer industry— 
concentrated in the hands of six companies - has grown under 
government protection, which has taken the form of import 
restrictions: Saraii barriers,.nd limitations on, foreign 


investment. 
Production of Selected Electronic Equipment 
=O) teat tea 


1963 LOL 
Vacuum tubes 163% O22 ibs ees il 
Braun tubes 5,798 14,709 
TmonsaeLors COL ao TOS 7, IED 
Radio receivers T7063 20.092 
Television receivers 4,916 ieweeeel 


Source: Monthiy Statistics of Japan. 


g. Industrial and Electrical Machinery 


Heavy industrial machinery has been a leading sector in Japan's 
economic: growth... Heavy capital equipment industries, lowever, 

have felt the effects of the recent economic slow-down. Electrical 
machinery, dominated by the top three companies, Hitachi, 


eer} 
- et 


“ srecteet S 
a fetes! ee 


. ee ae Sah corey 


a a : 7 - Ay - : 
Se | eee Bi kdb 3) 
: \ 
bn GRAM) Bee FS ‘Ele OH, a) ri pe 
. : ee I : 
aaa ra mis Ps PC RM | EE MAM EPL Nas rarer me 
Basis Bel few Teas RID tale Sam a 
Leg AM rie a Wild, Oa. Bi Ty Stal ae eek Ribu 
Sa duminch ar ecu yee ict. fh Ge Gee ETE leet eter 
be eqns MIR “Aree : coat ni We ¢ "i ae 1 ae te ‘ayrt Lise 
ps 7 4 » ry ' 2h Gye! Ai itt est Wi G aan et m, OA 
Rois? ona’ S Sepia: Coweta. Ly <2 qari ie marae | vem ean 


¥4 
— 
¥ 
aa 
j~ 


i i vee . ; 
ey! sv ey mow ec ear kite ‘De ce: neh, ame hots Luss eae Sts 
Rea S.A SRE Oey) Sut i fibe ee Syne ein Soaee wae he Cy 
; .* 7 ae vue ad ' At ‘ ¥ ep . er ener rene Re f . ¥ 
eat ri a tiOwWOR ar Se) i si a - ik aa ee } = oe, at: 
Tobi jwwO (eee at = BOLTON oes alte eh DIPS lL. -Si4. Tan ape 
cen ¢ F6 Mee t aa (op 2 Awd iow Stent tse ica Scesatne 2 
pas Nate BO Lit ge Some Bh eine | bOI" tat 20 ata 
| ; : ue in ie a 
1 Oo! : : 
ha be) hy : Oa tt T 2s : ae u TR i: la we he Arai ces 
oy 6 a ean ay as : Fa alba - eel eee = 
a A foe ad me 
f nae 
a 7. | 
~ ile 5 ‘ ve “ 2sgat ELAS g 
ye Ook de mye aanht. 1 NaS 7 
fouvre | Hans | , Age BaNetl i woe 
eae ‘i oe . mal | 3°, BS eres! ober - a 
sr = i | ' 27o VE Ssoey Kobe bey! ie 7 y a 
; rar : it 
‘¢ “ye fn 
a “Er ti3es8 Mino) eo toa _ 
‘ x ie aby hs ee & ts 1 ine Dt 4 f * : : e he : 
peiirié toe | end tg o.2 bon 
tee elt, vestoee 30 biel 9 needo men vince chloe Paes 


Tavewod | .¢OtwIeenl cebagiups: Lee ge ey si! ; ee (1 heme es 
lan eudlela ".iwcbewsle: cigmeonss Graves ee, Bo) misacte Soe Saks. in 
etiomcre aah teqe gy sel! Mod sn sye weiter Lina fe pans te ide _ 


gare 


e N= 


Toshiba and Mitsubishi, has remained strong, primarily 
because of the increasing demand for household appliances 
and electric consumer goods. But production has slowed 
in heavy electrical equipment and in other areas of 
industrial machinery. Production increases in Lod 
(electrical machinery, 2%; non-electrical machinery, 

10%; and transport machinery 12%) were all significantly 
smaller than 1970 increases, 


Production of Industrial and Electrical Machinery 


-OO0O'ts units- 


196 1971 
Generators 16 232 
Transformers 267 75 
AC Motors 8,469 Als, Wels 
Machine tools ee) 18h 
Pumps (tons) 50 104 
Compressors (tons) 20 5h 
Industrial instruments 186 We See 


source: Monthly Statistics of Japan. 
h. Chemicals 


In the 1960's growth in Japants chemical industries was 
exceeded only by the growth in production in steely meval 
products and machinery industries. Within the chemicals 
field petrochemicals have experienced the most growth, 
especially synthetic rubber, plastics and tar products. 
High-pressure gases have also been in great demand by 
the expanding steel industry. Other chemical products 
like explosives, fertilizers, and detergents have enjoyed 
only moderate growth in recent years. The variety of 
chemical products, especially petrochemical derivatives, 
available to users in Japan and abroad has increased 
dramatically as production volume has gone up. 


Production of Selected Chemical Products 
-OOO'ts metric tons - 


1963-1971 


Polyethylene Pa peers 
Polystyrene fa 695 
Polyvinyl chloride resins 349 Os 5 
Synthetic rubber 103 780 
Oxygen gas (O00's cubic meters) Lesea7 7, 79k 


Source: Monthly Statistics of Japan. 
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is Pulp and Paper 


Japan ranks third in the world in pulp and paper production, 
atper the U.S. and Canada, “The numbereor Japanese enverprises 
is dropping as vertical and horizontal integration is pursued 
to cope with import liberalization. To ensure a supply of 

raw materials, Japanese companies are entering into joint 
ventures in pulp-making in various parts of the world, includ- 
ing western Canada. In 1971, production of pulp was a 

record 9 million metric tons, and production of paper dropped 
eil7 Ont) vet0, «(sels ni LlLon: tOns:. 


So PubLLC UbL Lites 


a. Energy 


Japan's demand for energy has kept pace with the advance in 
emoss Mab lonais producc. .nreletive. ys iieh=priced enereye On 
domestic origin has been replaced, by cheaper imported energy, 
which now accounts for about. three-fourths of Japan's primary 
energy supply. Coal has also been replaced by petroleum as 
the, 6conomy's major fuel. ~To secure stable overseas supplies 
of mineral fuels, Japan has made long term agreements with 
foreign producers. For example coal from British Columbia, 
uranium from Ontario, and oil from Indonesia are all important 
to Japants present and future energy capacity. 


Composition of Energy Demand 


Natural gas, coke and others 


Natural gas, 
coke and 
others 
16% 


Electric power 


Petroleum 


Electric 
power 


56% 


OEE Seto crack i eases eee 
mere eres er PAST, * 


Source: Japants Economy 1971, 
Ministry of Foreign Affairs. 


Electric power production in 1971 increased by 8% to 

379 billion kwh. The electric current is 100/200 volts 

50 cycles in Eastern Japan and 60 cycles in Western Japan. 
Electricity rates are higher than North America but cheaper 
than in most European countries. 


aeOe < 


Japan is looking toward atomic energy aS a means of lessening 
dependence on imported fuels. The Japanese Government has 
joined with private industry in forming the Japan Atomic 
Power Company, which built Japants first two atomic energy 
plants at Tokai Village.and at Tsuruga. In addition, the 

3 largest electric power companies are developing plans 

for their own nuclear reactors. Total capacity of atomic 
power plants will reach 4.9 million kw by 1975 and 30-40 
million kw by 1985. 


fees Transportation 


Japan boasts the world's fastest and most punctual railway 
service, and her air and sea transport ranks among the 

world's most highly developed. Construction of new expressways 
are swiftly changing the picture of highway transportation. 


The Japan National Railways operate 12,900 miles of railway, 
which has hardly increased since 1960, whereas the mileage of 
national highways increased from 24,937 kms in 1960 to 

32,818 kms in 1969. The whole highway expansion plan is 
geared to the forecast that there will be 35 million motor 
vehicles on the road by 1985. Motor vehicle registration 
increased from 3,,:omitiion in 1960,to 2909 million in 1970) 


Freight and Passenger Transport 1961 and 1970 


- millions - 

1961 1970 
Highway transport 
Freight Sf Sea 2OP57 PI5 S96 
Passenger-km 65105 28,226 
Railway transport 
Freight ton-km 58,468 63,409 
Passenger-km 197,015 250,055 
Domestic air transport 
Freight ton-km 7 62 
Passenger-km 1078 9,314 


source: Monthly Statistics of Japan 


Japan has developed an excellent system of international 
seaports to support her trade with the world. In 1970 

the ports handled 216 million tons of imports and 16 million 
tons of exports. Yokohama is the largest port, followed by 
Kobe, Osaka, Nagoya and Tokyo. About 44% of international 
cargoes are carried by Japanese ships. Japanese-owned steel 
merchant vessels number over 13,000 with a total gross weight 
of about <5 milion cons. 
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Merchant Fleets in the World (1970) 


Liberia 


227,490,000 


gross tons 


Norway 
8.5 


sources, \Japamis! Economy 19/714 eManistrysot. Foreren Affairs. 
c. Communications 


As the capacity of Japanese communications networks increases, 
high speed transmittal and automation are becoming increasingly 
important. Recente trends: includethevexpansion of TV..networks, 
automation of telephone systems construction, of satellite 
communication equipment, and greater use of telex and data 
communication facilities. Applications for new telephones 
stall greatlyyoutweigh new instaiiations. Total telephones 

in’ use numbered 23 million in 1970. Telephones, telegraph 

and telex facilities are all operated by a government-owned 
corporation. NHK, the government-owned television and radio 
network, competes with several privately-owned television 
networks. Over 90% of all Japanese households have television. 
Newspapers are also a major method of public communication. 


Circulation of Daily Newspapers, Selected Countries. 
(Circulation number per 15200 persons) 


500 


-Germany 'F.R.) 
USA 


USSR 


France 


Source: Japan's Economy 1971 
Ministry of Foreign Affairs. 
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FOREIGN TRADE 
. trade with the: World 


With only O.14 acre per capita in farm land and mineral 
product2on accounting for less than 1% of GNP, Japan is 
poorly endowed in natural resources. Yet an astonishing 
degree of industrialization has been attained against 
tremendous odds, by utilizing her human resources to the 


fullest extent. 


In doing so, Japan produced a maximum of exportable goods 

in order to finance the purchase of raw materials which she 
needed. During the pre-war years from 1931 to 1940, accord- 
ing to the Economic Planning Agency, Japants exports and 
income from overseas accounted for as much as 22% of her 
eross? navwonal product. 


After the war, foreign trade became even more vital to 

Japan aS a means of national survival, as the loss of her 
former overseas territories further deprived her of sources 
of raw materials. During the past 10 years, Japan’ s foreign 
trade more than quadrupled from USE 7.0 bit liom in 1999 G6 
$43.7 billion in 1971 to rank fourth in world trade 

after Ul5., West Germany and Britain. 


Export (FOB) World Trade (1970) Import (CIF) 


USA 
13.8 % 


Germany (F.8&.} 


Others ; 10.2 
germany (FR, ml 
278,000 pil fA Saad B97 288,000 eee 
million dollars (nti million dollars UK 
8.5 
i 
ae _ France 
GS 
= ~) a 
© 
ni = me Italy \ : 
~ + 
18 ay 


(The corresponding figure for 1970 was 12% 
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Japants Foreign Trade 
US $ Ton 


Exports Imports Total Trade 
1958 eon? 3 , 033 Diy 9D 
1963 Sie Oi 20 123.62 
1968 SUAS aN 12,982 25 953 
1969 151,990 A OF! pie bg ON 
LO70 oe Te eet 38,199 
LOT 2, O18 IEE alk 4 43,730 
source: Ministry of Finance, Japan. 


Unlike other industrial nations, whose export trade is 
more than 72% directed to one another, Japan's export 
goods are sold to developed nations and developing 
nations in nearly equal proportions. 


On the other hand, more than 50% of Japanese imports come 
from developed countries, and about 40% from developing 
countries. As a whole, over 40% of Japan's foreign trade 
is conducted with the world's developing nations, which is 
an extremely high percentage among industrial nations. 


Japan's Foreign Trade by Geographic Areas, 197] 


Exports Imports 
§ million 


Western Europe Brerle ns 2063 
Kastern Europe, 

Uo yo eee PChara LES 9hL 
Hast: Acie 2,0h2 804 
ST ont! FAA Akos poled. 
South Asia Lhe Lig 
Middle East & 

North Africa 869 Be Oa ih 
Other Africa 1,660 895 
North America Sly 5,988 
Latin America 1,486 Le Bo 
Oceania 967 Aig pi 


Total eu 019 ey de 


pource: Monthly Statistics of Japan 


By commodity groups, machinery has replaced textiles and 
other light industry products as the largest component of 
Japan's export goods. In parallel to this trend, imports 

of raw materials for heavy industry have become predominantly 
important, while those for light industry have become of 
secondary importance. 
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Japan's Exports and Imports by Commodity 


LOT 
Exports Imports 
€ million 
Food, Bev. & Tobacco 679 Paes 
Crude Materials L55 6, 4.00 
Mineral Fuels 62 tS 
Manufactured goods 224.033 5,499 
Miscellaneous ils 
Reexports or reimports 15 128 
TOTAL yh Monge MOT eneg ite: 


2. Japanese Imports 


Three Pacific nations, U.S., Australia and Canada supplied 
38% of Japan's import needs during 1971, with U.S. alone 
accounting for over 24%. Of the 10 largest exporting 
countries which supplied nearly 2/3 of Japanese imports, 
only the United States and West Germany were significant 
suppliers of machinery, chemicals and other manufactured 
goods, the other remaining largely as suppliers of raw 
materials. 


Ten Largest Suppliers to Japan 1971 
US$ Million % 


WlerSys 4,855 BINGO 
Australia 1703 8.6 
Tran Leo26 Cee 
Canada She 4.9 
Tndonesia 830 len 
West Germany 592 370 
Saudi Arabia 578 Bao 
Philippines 502 2.6 
Ue Oe. LS2 225 
Britain L06 pais 


Source: Monthly Statistics of Japan 


A broad breakdown of Japanese imports by commodity is 
shown. below. . 
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Japanese Imports by Commodity, 1971 


$ million I 


Food and live animals fey Le Leo reey 
Beverages and tobacco 125 One 
Crude materials, inedible 6,399 Sipe: 
Metal ores and scrap eabe 7 1238 
Textile fibres 958 hee) 
Animal and vegetable oils and fats eo Oe 
Mineral fuels ue Fa lia 
Manufactured products 5,499 EI) 
Chemicals OS Daa 
Manufactured goods, classified 
by materials Heir ie, Te 
Machinery & transport equipment 4 er Ab as) ee 
Other manufactured goods TAS hie 
Miscellaneous transactions 16 Om 
Re-imports 128 Ou 
logad (Le 100.0 


The pattern of imports reflects Japan's need for imported 
raw materials. As Japants natural resource endownment is 
nobwitkely iomincrease dramatically in’ the foreseeable 
future, His pattern is expectéd not only to continue, but 
to strengthen. The most important items in Japants imports 
are mineral fueiserwhtchealone accounvutor i2ibcof, total 
Japanese imports. Metal ores and scraps,,also a major’ raw 
material for Japan's heavy industries, is the next most 
important item, amounting to $2.5 billion and SCCOUNLINS for 
12.8% of Japan's imports. 


3. Japanese Exports 


In comparison with the United States which bought $7.28 billion 
of Japanese goods in 1971 and accounted for 30% of Japanese 
exports, the other markets are relatively small but well 
distributed, indicating the meticulous care Japan has exercised 
in developing) her worldimarkets. Canada became the third 
largest market for Japan in 1971 purchasing 3.5% of her export 
goods. 
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Japants 10 Largest Markets, 1971 


USS: million o Of boba L 


United States Tyees Ste PES 
Taiwan 896 pif 
Canada 849 ee 
South Korea 831 3 dy 
Hong Kong 765 eee 
Australia 697 Zag 
West Germany 637 Ahadeh 
Britain S50 aS 
Singapore LO Bapilt 
Indonesia 438 8 
Total rixports Pie, OO 


Source: Monthly Statistics of Japan. 


In contrast to the pattern of imports, the composition of 
Japanese exports is overwhelmingly industrial and tinrsied 
products. The two patterns together reflect the na tiorts 
economic physiology; Japan prospers by exporting tne: finished 
products to pay for these raw materials, and as avresult (of 
the high value-added, a sizable bulk of the end products , 
after exporting, remains in Japan for domestic consumption. 

A breakdown of Japants exports by commodities is shown in 

the following tables. 


Japanese Exports by Commodity, G7 lL 


$ million _% 
Food and Live Animals 678 De 
Beverages and Tobacco iy) as 
Crude Materials SS 1.9 
Crude materials, inedible ea if oan 
Animal & Vegetable Oils & Fats 13 OZ 
Mineral Fuels 62 0.3 
Manufactured goods BE 4033 Olver 
Chemicals 1,486 ory” 
Manufactured goods classified by _ 

Materials vaenye 32.0 
Machinery & Transport Equipment TO, 6O5 nee 
Other Manufactured goods 2,869 ARS) 

Miscellaneous Transactions mn = 
Re-exports | 185 0.8 
Total zh O19 LOG. 0 


=o 


As can be readily seen, the most important group is manufactured 
goods, which is almost all of Japants exports: 94.2%. The recent 
rise in the exports of Japants electronic appliances, cameras, 
automobiles and other consumer durables avacecounts ‘for thedover-— 
whelming importance in the exports of machinery and ptranspont 
equipment, which accounts for 44.2% of total expents.. Of the 
machinery and transport equipment exports, automobiles amounted 
to $2293 million, ships and boats #1, 793.2 million, cameras and 
other optical and scientific equipment $556.5 million, and 
radios 8766, million. The exports of chemical fertilizers 
amounted to eee million, and the export of fish and fish 
preparations was $29.7 million. 


Exports by Commodities (1970) Imports by Commodities (1970) 
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TRADE WITH CANADA 


1. sJapan-Canada Trade 


Japan is Canada's third largest market after the U.S. and Britain. 
Canada is the fourth largest supplier to Japan following the U.S., 
Australia and Iran. 


Between 1966 and 1971, Canadian exports to Japan doubled, 
due primarily to the strong Japanese demand for Canadian 
coreals, oiliseeds,) lumber, ¢puip,_airon) ore, copper, Lead, 
nvckel, zinc, aluminium and other raw materials. 


During the same five year period, however, Canadian imports 
more than tripled on the strength of a general increase in 
manufactured goods and particularly in automobiles, home 
appliances and office. equipment. 


Canada's traditional surplus position in the bilateral trade 
has continuously been weakened by larger increases in 

imports, than those an exports. In 1971; the tradeypalance 

was. reversed Lonathe Lirstibime-in.itavour., of Japan.,, (Canada's 
eaverse valance of trade In the first o months of 1o72 
amounted to $94.6 million and will perhaps exceed $125 million 
by ‘ehe end “or. thes year. 


Canada-Japan Trade 
$t 000 


Canadian Exports to 


Japan 


Canadian Imports 


from Japan 


- 1966 393 7692 £93,051 
1967 De 304,768 
1968 606,757 360,180 
1969 624,795 LOO, (Ok 
TOF Loo De 
Poe TILES 801,842 
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é. Canadian Exports to Japan 


Canadian exports to Japan totalled $789 million an,1971 and 
accounted for 4.4% of Canadats worldwide exports. Since 
1966, the value of exports has doubled. Japan'ts rank moved 
up from fourth to third, having overtaken West Germany and 
rapidly closing the gap with Britain. The rate~of “increase 
in Canadian exports to Japan during the period surpassed 
even that of Canadian exports to the United States. 


00 tar, however, tood,--feed,- raw and fabricated materials 
predominate in Canadian exports to Japan, constituting over 90% 
in O71, A detailed vable of Canadian exports to.Janan is 
provided for in. the Statistical Supplement. 


Canadian Exports to Four Largest Markets, 1958 and. Lov 


1958 loa Increase 
Million rank Af cei milion (hank. ai yy eee 


ieee 2,827 i 11,808 1 ee 
Brees aa 77h 2 1,346 2 1.7 
W. Germany ZOZ B Sgn Bs ico 
Japan 105 k 789 3 ee 
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Japanese Imports from Canada, 1971. 


Description $ 000 

i food "and other 2oods’ for direct: 
consumption ELS oO 
eo, Andustriad materials 700,632 
3, Capital equipment dele"? Gly 
4. Durable consumer goods LOS OG 7 
5. Non-durable consumer goods pee 
Total 1,004 , 338 


Sources SMA Tul 


3. Ontario Exports to Japan 


Ontario exports Dorwapan in 1O71 exceeded $68.1 million, showing 

an increase of 56.7% over the exports of 1968. The largest part 

Of Sohne: increase came from nickel,’ zinc, “copper aolaimber and ‘cereals. 
However, Ghere has also been a Sisniticant ancredocm in the expen 
of high technology products such as metalworking machinery, farm 
Machinery, marine engines, clectrical measuring and testing anstru— 
ment, computer parts and typewriters. Synthetic rubber, sport 
equipment and hand tools have also shown substantial increases 

in the Japanese market. These manufactured exports from Ontario 
in 1971 amounted to $20.4 million, accounting for 30% of the 
EObaeLexDoOrus:. 


Major Ontario manufactured exports to Japan, 17 


$000 

IMeustrial Labrics L205 
Organic and Inorganic chemicals Oa a 
Plastics ‘and’ synthetic rubber ie ie 
Other industrial chemicals OO fet 
Engines, turbines and generators 619.7 
Metal working machinery Oe OI 
Farm machinery Sot Ae PIG 
Marine engines ie De 
Rlectriacal “distribution and’ controb equi pmen bt SV ease 
Measuring and testing instrument 1,939.8 
Hand tools 1,899.4 
Other industrial machinery and equipment ae Pare: 
Sport and recreation equipment Pano) i iret 
Medical and pharmaceutical supplies bee O) 
Other end use products G55 .0 

Mota! 20,430.4 


4. Japanese Exports to Canada 


Leading commodities in Japanese exports to Canada are steel, 
motor vehicles @t lothingjad Viandimadio sets, tape recorders, 
woollen and synthetic fabrics, cameras and binoculars. 


*See Supplement for details of Ontario Exports to Japan, 1971. 
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Japanese Exports to Canada, 1971. 


Description $ million 
Food | EMO 
oes 4 Ue R208 
a Lienbvinduetry foods Pile aioe 10) 
L. Chemical and heavy industry 
goods 638,381 
Total 876,209 


*These figures are F.O.R. and may differ from the Canadian 
figures published by~ Statistics Canada. 


Source: Japanese Ministry of International Trade and Industry 


5 Developing the Japanese Market 


a) Consumer Goods 


As noted in a previous section, the rapid recovery and 
expansion of the Japanese economy has been made possible by 
its high rate of capital formation, generally exceeding 30% 
of gross national product. The sense of national austerity 
has always motivated the Japanese people to work hard but not 
to) “spend, ac much. in order; to Drang forth a richer tite 
tomorrow. Wage demands lagged behind the sharp increases 
in productivity,though the present sharp labor shortage is 
leading to greater increases in wages. The high rate of 
savings can be seen from the figures published by the Bank 
of Japan. 


Per Capita Personal Income 
and Rate of Personal Savings in Japan 


Per Capita Personal Saving as percent 
Prrcomes & of Income 
ee 180 10 
1958 270 iN, 
1963 L'70 20 


Source: Bank of Japan 'tHundred-year Statistics 
of the Japanese Economy’. 
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Frugality was further aided by high tariffs and restrictions 

on imported goods and the high cost of domestic merchandising 
due to the inefficient distribution system, However, changes are 
lately taking place in the Japanese consumer's behaviour. As a 
full-fledged industrial country, Japan has taken steps to 
decontrol imports, lower the tariffs and liberalize foreign 
snvestments. Foreign made consumer goods are now 6old main 

Japan in larger quantities and at lower prices. Retail and 
wholesale merchandising has undergone a vigorous process of 
rationalization, through the advent of sunermarkets, discount 
stores and large scale chain stores. 


Food consumption has been shifting toward higher animal 
protein contents and more packaged and prepared food. Imports 
of powdered milk, for instance, tripled between 1965 and 

1967, and those of cheese more than doubled. In non-food con- 
sumer goods, the emphasis is on luxury and sophistication. 


In selling consumer goods to the Japanese people, he Key. 1S 
quality, as most of the goods are produced locally, often 
cheaper than in Canada. Goods which carry Canadats image 

as a North American nation of good taste and high quality, 

and a nation experienced in outdoor sports and severe winters, 
would have advantages in selling among Japan's well-informed 
and affluent middle and upper classes. Some examples are 
listed in the following. 


Frozen meat (poultry in particular) 
"Ready-to-serve" food packages 

Honey, maple syrup, CLC. 

Dairy products. 

High fashion clothing 

Fur goods, snow coats and snow boots 
Folkcraft of stones, wood and ceramics 


Camping, skating, hunting and picnicking equipment 
Pleasure boats and snowmobiles , 
Luggage and miscellaneous personal equipment. 


b. Producer's Goods 
As analysed in the section "Canadian Exports to Japan", over 90% 


of Canadian exports in 1971 consisted of food and crude and 
fabricated materials to be used oy the Japanese industry. 
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Wheat, barley, frozen meat and many other food items were 
also exported in crude forms for processing. This, in con- 
trast to the fact that manufactured products (fabricated 
materials and end products) constitute av least 70% of 
Canada's total exports, reflects the bias in our trade with 
Japan. It should be possible to increase the share of 
manufactured products in our exports to Japan through more 
intensive inter-governmental negotiations. 


In developing a capital goods market in Japan, Canada faces 
handicaps in that the Japanese producers favour U.S. sources 
of supply for technological advantage, wide variety of selec- 
tion and often lower prices. In this context, for example, 
Canadats sale of computers and other office equipment to 
Japan in 1968, worth $75 million and accounting for 10% of 
911 fully manufactured goods, can be considered. less. a4 
Canadian success in selling capital goods to Japan, than 

a consequence of the global marketing plans with which the 
industry operates. The exports of this item in 1971 were 
down again to under $3 million. 


To overcome these handicaps and find solid footings in o Sue 
$1.3 billion a year Japanese market for machinery and equip- 
ment is no doubt a challenge to Canadian manufacturers. 
Recent U.S. efforts are concentrated in such commodities 

as food processing and serving equipment, chemical process- 
ing equipment, automotive production equipment, automotive 
diagnostic and service equipment and graphic arts equipment. 


The demand for industrial machinery, especially OL Une 
labor-saving type, can be expected to increase abe a. hien rave 
because of the growing labor-shortage and because secondary 
fabrication is expanding rapidly. Shipments of windustriad 
machinery have been increasing by 21% per annum in recent 
years, and metal-working equipment expanded. by 32% in. 1969-70. 
Yet a large demand exists for imported industrial machinery. 


The United States operates a well-staffed and well-equipped 
Tokyo Trade Centre to promote her exports, apart from normal 
commercial representation by the Embassy. 
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ECONOMIC AND TRADE POLICIES 
General 


For the past two decades, the world has been conditioned 
to look with surprised and sometimes admiring eyes at 
Japan's economic achievements. In these early years of 
the 1970's, however, many nations are wondering aloud 
how and where Japan can find her place in the harmonious 
progress of the global community. 


Criticism of her self-centered trade and investment policies 
culminated in 1971 in the imposition of U.S, ampore (surenarges, 
the creation of DISCts, a U.S.-China detente, and the demands 
to Japan for revaluating the yen. Self-confident Japan 

has suddenly discovered herself uncomfortably isolated defend- 
ing her economic policies on adele rOu Geis 


To the bewilderment of policy makers, Japan's international 
reserves have kept on climbing even after the 16.9% 
revaluation of the yen in December 1971. Surplus from 
commodity trade amounted to $6.3 billion during Giemiueer 

9 months of 1972, and is expected to exceed 697 billion tor 
the entire year. 


In order to fight off international pressures for another 
yen revaluation, the new administration under Prime Minister 
Tanaka, has adopted measures to quicken the pace of trade 
liberalization which began during the latter years of the 
preceding Sato Government. 


Conflicting views among the Ministries of Finance, Agricul- 
ture, and International Trade and Industry were presented 
at the special Cabinet meeting on the "Yen expediencies" 

Om Cet Ober Cue ul oy —. 


Major expediencies appro ved by the meeting include. 


On Lmperts »— 


1. Across the board 20% tariff reduction on 
imports of manufactured goods, agricultural 
products and raw materials. 
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é. Expansion of import quotas by 30% for 
those commodities under import controls. 


3. Enlarge the function played by the Export~ 
Import Bank in import financing, and reduce its 
interest rate on import loans by 1 percent. 


On Export - 


1. MITI (Ministry of International Trade and 
Industry) will enforce the "Export Controls 
Ordinance" to regulate the flow of export goods 
in order to help maintain the market order of 
the world. 


&. Steps will be taken to eliminate direct or 
Indirect. 1ormsi ot -expora, subsidies, 


3. The Export-Import Bank will scale down its 
Operavions.in export Tinancing; and raise-ite 
interest rate on export loans by 1 percent. 


4. Foreign banks operating in Japan are ordered 
to suspend their practice of advancing credit 
to Japanese exporters. 


More liberal attitudes towerd foreign capital investments 
are forthcoming. On the other hand, Japanese investments 
abroad have virtually shaken off all government restrictions. 
In the past, nearly 90% of Japanese investments abroad were 
made In tne fomm Ol port lrolio.acguicibion and. Joans. Direct 
investments in foreign industries accounted for little over 
10% of all investments Japan made abroad from 1951 to 1970. 
With Japan's large foreign exchange reserves and the govern- 
ment's more liberal policies, it is generally regarded that 
Japan's direct capital investment in foreign countries will 
show a substantial increase in the not-too-distant future. 
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Investment 


Foreign capital investments in Japan amounted to $344 
million in 1968, the latest year for which the Japanese 
Consulate General of Toronto has the figures. The 
largest investing country was the U.S. with a total value 
of $230 million, or about two-thirds of all foreign in- 
vestments. Britain, Switzerland, and the Netherlands 

are also major investors in Japan. 


In 1968 Canada ranked fourth with $12 million in 23 sepa- 
rave ventures.in Japans\important,.cases of ,Canadianm in- 
vestments include those by Alcan in Japan Light Metal 
Industry Corporation, and by Inco in Shimura Kako. Canada 
also had 104 cases of technological investments in Japan. 


Japan's strict limitations on foreign investment are based 
on the Foreign Investment Law, which is intended "to create 
a sound basis for foreign investment in Japan Dy IMG ce 
the induction of foreign investment to that which will 
contribute to the self-support and sound development of 

the Japanese economy and to the improvement of the inter- 
national balance of payments". All investments and techno- 
logical agreements must be approved by the Japanese govern- 
ment. In the past government approval has been obtained 
only with considerable trouble and after delays of several 
months or even years. 


The liberalization or relaxation of investment restrictions 
was established as government policy in 1967. Four succeed- 
ing stages of liberalization were set out, to become 
effective in June 1967, March 1969, September 1970 and 
mugust LO/7ieoaCentraletotehe Idberalizationi policy is 

an expansion in the number of industries in which foreign 
investment on a 50-50 capital basis will be given auto- 
matic government approval. The fourth and final round of 
liberalization succeeded in opening virtually all industries 
to automatic approval of foreign investments up to 50% 

of capital, and increasing the number that are open to 

up to 100% foreign control. 


The structure of Japants investment policy is now centred 
around ‘our classiiications of industry. 


1. Foreign investments in existing enterprises are 
subject to case-by-case screening. If the invest- 
ment entails less than 50% of total capital approval 
is automatic if certain condition are met.* 


ee 
* (see following page foot-note) 
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2. Newly established enterprises - category A. 
There are seven industries in which new foreign 
investments are subject to case-by-case screening. 
They are: primary industry related to agriculture, 
forestry and fishing, oil refineries and distribu- 
tion, leather and leather products, manufacturing, 
sales or leasing of electronic computers, including 
terminals and accessories, information processing 
industry, retail trade chains with more wlaeevalgy Ab 
stores, and real estate. If foreign capital is 
less than 50% of the total approval is automatic 
if certain conditions are met.* 


3. Newly established enterprises - category la 
There. are 226 industries, in which, foreigmanvest= 
ments are automatically approved even if the 
foreign share is 100%. See Appendix for list of 
industries in category B. The fourth round od 
liberalization added 151 industries to the. 77) that 
previously existed in this category. 


1. Newly established enterprises - category C. 
This contains all other industries not designated 
in categories A and B. Case-by-case screening is 
required if the foreign share of investment is 
between 50% and 100%. Approval is automatic if 
the foreign share is less than 50% of the total 


investment. 


The computer industry is scheduled to be removed from the 
restricted list of seven, and transferred to category © 
after three years. All cases automatically approved in 

all categories must meet the general requirements that the 
sjnvestment will not “impair the interest of Japan" to 

an exceptional extent, and in the case of new enterprises, 
will not be "tantamount to participation in the manage- 
ment of an existing company". This completes the liberali- 
zation of Japan's investment policy as outlined in 1967. 
Howqver further liberalization is expected as foreign 
countries, particularly the U.5., continue to press for 
further relaxation. In the future liberalization is likely 
to take the form of more automatic approvals within 

the cases that are presented for government scrutiny, 

and increasing relaxation of the 15% and 25% maximum 

share allowed in existing companies in certain important 
sectors. (see note at bottom of page) 


* The conditions are: 1. Foreign investors' aggregate _ 
participation is less than 25%. In the following industries 
15% is the maximum allowed for automatic ap roval: electric 
power, gas utility, water supply, railways (excluding JNR), 
air transportation, freight express, road and harbour 
transportation, banking, fisheries, mining, broadcasting. 

2, Each individual foreign investor's participation 1s 

less than 10% of the total. 
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Branch Plants, Joint Ventures and Licensing 


Major foreign investments in Japan take the form of 

the KK (Kabushiki Kaisha, or limited stock corporation), 
though other forms are allowed under the commercial code. 
In establishing a local branch or company, there are 
several things a businessman must be aware of. ,First, 
there have been cases in which the use of a .certain spercent- 
age of domestic materials and components is made a condition 
for the Japanese government's approval, e.g. 50% minimum 
local content was the condition for the 100% owned sub- 
sidiary of Black and Decker (U.S.). The percentage of 
local content varies from case to case, and there is no 
general rule. Secondly, some joint ventures may be 

obliged to be a member of associations before their 
establishment is approved. Sometimes, these associations 
may be export cartels or manufacturers cartels. Third, 
before setting up branch operations in Japan, foreign firms 
should notify MITI and the Ministry of Finance of their 
production and financing plans. Otherwise, the branch 

may not be able to get the Ministry of Finance's authori- 
gation to bring in capital funds. Notification must be 
made 30 days before the formation of the branch. 


The obstacles to direct equity investments have forced 

many foreigners to undertake licensing. Under the new 

law of June 1968, the Bank of Japan grants automatic ap- 
proval within l month of application, to licensing arrange- 
ments involving up to $50,000 in licensing fee. However, 
royalty agreements are not automatically approved. Case- 
by-case screening is required in seven areas: Lj).sindustries 
related to agriculture, forestry and fisheries; 2) petroleum 
refining, distribution, and selling; 3) leather and leather 
products; 4) manufacturing, selling and leasing of elec- 
tronic computers, including periopheral equipment, parts, 
accessories, and computer-aided systems, 5) data process- 
ing, including computer software; 6) retail trade opera- 
tions with more than 11 outlets; and 7) real estate business. 
All other licensing are in principle "liberalized". This means 
that a verdict is promised Polat i ee montiic Of -epp.s— 
cation: one month normally, and three months if another 
Ministry requires reviewing the case. Ministries would 
require individual screening if the licensing would: 

hinder rationalization of the industry, hurt smaller niga Wh a enh 
threaten the sales opportunities of equivalent domestic 
know-how; cause bankruptcies -or unemployment; or un- 
reasonably restrict the actions of the licensee. 


The foreign licensor should not: restrict licensee in 
hmdling competitive products or using competitive ~ 
technology; require licensee to buy raw materials or parts 
from him; require licensee to sell only through the 
licensor; restrict the quality of raw materials, parts 
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or final products; or impose changes on products that do 
not use the licensed technology. 


Patents and Trademarks 


The Government is vigorously protecting trade marks and 
patents. The activities controlled by the government's 
Design Centre are unlawful use of the patent in business 
involving sale, manufacturing, transfer, lease, and 
importation. A new law was put in effect on January l, 
1971, bringing Japan's patent system in line with the West 
German and Dutch "deferred examination" schemes. There 
are three key features: 1) public disclosure of the ap- 
plicabion. for: 1s: months, 2) a formal examination by request 
Of the applicant Gaithin, 7 years; 21) m0 formal examination 
is asked for, the application is voided; 3) re-examination 
ee requested within 30 days of refusal by the Patent 
ice. 


Foreign application for Japanese patents have risen from 
1537 an 1oC0riue 30, 300 n 1970: 


Trading Companies 


The functions and performance of Japan's ttrading companies” 
have recently attracted increasing attention in North 
America and Europe as a distinctly Japanese feature, 

as well as 6 main driving force behind the. country)’ aica= 

pid expansion in foreign trade. 


The trading companies are engaged in diversified manufac- 
turing, mining, banking, transportation and other in- 
dustries, and take part in almost all projects undertaken 
by Japanese companies in partnership with foreign enter- 
prises - joint ventures at home and abroad and overseas 
resources development. Recently iron ore, petroleum, 
natural gas, uranium, and industrial salt have all figured 
in the trading companies activities in Canada, the U.o., 
Australia and around the world. Attempts are being made 
to increase triangular trade and reduce dependence on 

the U.S. as an export market. 


The top 10 companies, led by the Mitsubishi and Mitsui 
eroups, had combined exports of about Boe billion a 
1970, or just about 50% of Japan's total exports. They 
also account for about 62% of Japan's imports. Mitsubishi 
alone employs more than 10,000 people and has totel sales 
of over $11 billion in foreign and domestic activities: 


Many of the largest trading companies each maintain several 
dozens of branch offices abroad to provide the head office 
and its affiliated industries with effective contacts with 
foreign sources of supply and foreign markets. In Canada 
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their branch offices are usually located in Toronto, 
Montreal and Vancouver. As these leading companies 
account for nearly three-quarters of Japan's imports, 
the operations and capabilities of their well-staffed 
and well-equipped branch offices, deserve attention 
from those who are seriously interested in the export 
of Canadian products to the Japanese market. 
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* Construction 


CATEGORY 


ee 


‘A 


Primary industry related to agricul- 
ture, forestry and fisheries 
Oil retineries, distribution or sales, 


leather and leather products manu- 
facturing industry 


Manufacturing, sales or leasing of 
electronic computers (including peri- 
pheral equipments, terminal units, 


parts and accessories) and computer 
aided systems 
Information processing industry, 
incl. computer software industry 
Retail trade operations with more 
than 11 stores 


Real estate business 


CATEGORY B 
228 Industries 


contracting business, 
excl. business of contracting for civil 
engineering works by general contract, 
building works by general contract, 


plumbing, pipeline laying and well- 
sinking works, steel works, paving 
works, dredging and reclamation 


works and machine and equipment in- 
stalling works by contract 

* Vinegar manufacturing industry 
Spices manufacturing industry, excl. 
curry and curry products 

forage manufactur- 

protein feed of 


* Single-substance 
ing industry, excl. 
microbial source 

* Baking powder and yeast 
turing industry 

* Tea manufacturing industry 

* Silk spinning industry 

* Ktope manufacturing industry 

* Vishing-net manufacturing industry 

* Knitted laces manufacturing industry 

* Bobbin lace type of lace manufactur- 

ing industry 

Wadding manufacturing industry 

Coated or water-proof fabrics manu- 

facturing industry 

Felt hat and hat bodies manufactur- 

ing industry 

Cloth-made hats and caps manufactur- 

ing industry 

* Neckties manufacturing industry 

* Scarfs and mufflers manufacturing in- 
dustry 

* Handkerchief manufacturing industry 

* Bedelothes manufacturing industry 

* Canvas goods manufacturing industry 

industry 


manufac- 


* 


* 


* 


* 


Textile bags manufacturing 
Embroidery industry 
Millwork manufacturing industry 
Manufacturing industry of wooden as- 
sembling materials 


Se 4S 


* Office and store furnishings manufac- 
turing industry 
* Manufacturing industry of sunshade 


for window or door 
Mirror frames and picture frames 
manufacturing industry 


* 


ce 
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LIST OF INDUSTRIES DESIGNATED IN 
LTH CAPITAL LIBERALIZATION 


* 


* 


* 


* 


* 


* 


* 


* 


% 


* 


* 


* 


* 


Dissolving pulp manufacturing indus- 
try 

Paper pulp manufacturing industry 
Paper manufacturing industry, excl. 
tissuepaper and toilet paper 
Paperboard manufacturing industry 
Bookbinding cloth manufacturing in- 
dustry 


Office paper-products manufacturing 
industry 
School paper-products manufacturing 
industry 


Daily use paper-products manufactur- 
ing industry 

Large paper sacks manufacturing in- 
dustry 
Cellophane 
Ammonium 
industry 
Mixed fertilizers, silicate acid fer- 
tilizers, magnesium fertilizers and 
other fertilizers mixture manufactur- 
ing industry 

Compressed gas and liquid gas manu- 
facturing industry 


manufacturing 
fertilizer 


industry 
manufacturing 


Coal-tar products manufacturing  in- 
dustry 

Printing inks manufacturing industry 
Cleansing, polishing and scouring pre- 
parations manufacturing industry 
Candles manufacturing industry 
Natural resins and wood chemical 
products manufacturing industry 
Grease manufacturing industry 

Coke manufacturing industry 

Bicycle tires and tubes manufactur- 
ing industry 

Conveyor belt manufacturing industry 
Rubber coated cloth and its products 
manufacturing industry 

Mixed compound rubber manufactur- 
ing industry 

Manufacturing industry of glass-made 
materials for processing 

Glass-made containers manufacturing 
industry, excl. products made of spe- 
cial glass 

Laboratory or medical glass 
ments manufacturing industry, 
products made of special glass 
Table or kitchen glassware manufac- 
turing industry, excl. products made 
of special glass 

Cement products manufacturing 


imple- 
excl. 


in- 


dustry, excl. products of asbestos 
cement 
ltefractory bricks manufacturing in- 
dustry ; 
Artificial aggregate manufacturing ° 
industry 
Artificial jewels manufacturing in- 
dustry 


Rock wool, slag wool and its prod- 
ucts manufacturing industry 

Gypsum products manufacturing in- 
dustry 

Lime manufacturing industry 
Chromium-coated steel sheets and 
plates, vinyl-coated steel sheets and 
plates and aluminium-coated steel 
sheets and plates manufacturing in- 
dustry 

Iron castings manufacturing industry 
Cast-iron pipes manufacturing indus- 
try 

Malleable iron castings manufactud- 
ing industry 


ee HH 
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Secondary zine smelting and refiining 


industry 

Non-ferrous castings manufacturing 
industry 

Tin cans and other products of coated 
steel sheets and plates manufacturing 
industry 

Files manufacturing industry 
Farming implements manufacturing 
industry 

Plumbers’ supplies manufacturing in- 
dustry 

Prefabricated buildings components 
manufacturing industry 

Curtain walls manufacturing industry 
Hot galvanizing industry 
Klectro-plating industry 

Flexible tubes manufacturing indus- 
try 

Lighting apparatus manufacturing in- 
dustry, not inel. electric lighting ap- 
paratus 

Elevators and escalators manufac- 
turing industry 

Sewing machines manufacturing in- 
dustry excl. industrial sewing ma- 
chines 


Hand-operated wool knitting machines 
manufacturing industry 

Pipe processing industry and _ pipe 
fittings manufacturing industry 
Molds and dies, their parts and ac- 
cessories manufacturing industry 
Transformers manufacturing industry 
Switchgears, switchboards and power 
controlling equipments manufacturing 
industry 

Wiring devices and supplies manufac- 
turing industry 

Household electric appliances 
facturing industry 

Radio and TV receivers manufatcur- 
ing industry 

Electric audio machines and equip- 
ment-manufacturing industry 

Bicycles and parts manufacturing in- 
dustry 

Ordinary length measuring tools man- 
ufacturing industry 

Ibalances and scales manufacturing in- 
dustry 

Thermometers manufacturing industry 
Microscopes, monocular-type tele- 
scopes, binocular-type telescopes, 
magnifiers and opera glasses manu- 
facturing industry 

Photographic cameras and parts and 
accessories thereof manufacturing in- 
dustry 

Motion picture equipments and parts 
and accessories thereof manufacuring 
industry 

lenses and prisms for optical ap- 
paratus manufacturing industry 
Watches and watchcases manufactur- 
ing industry 

Precious metal products manufactur- 
ing industry 

Jewelry accessories and their materi- 
als processing industry 

Lapidary working industry 
Harmonicas manufacturing industry 
Guitars manufacturing industry 


manu- 


_ Dolls manufacturing industry 


Artificial flowers and ornamental 
feathers manufacturing industry 
Slide fastener manufacturing industry 
Plastic sheets, tubes, bars and joints 
manufacturing industry 


* Brooms 


* Money exchange 
* Cable 


* 
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* Plastic flooring mate 1ai8 tamuraccu. 
& 


ing industry 


* Straw ‘or panama hats manufacturing 


industry 


and brushes manufacturing 


industry 


* Signboards and the like manufactur- 


ing industry 


* Processed hair manufacturing industry 
* Vacuum flasks manufacturing indus- 


try 


* Manufactured tobacco and salt retail 


business 

business 

railway. business 

Cableway business 

Taxi services for general passengers 


* 
* 
* Chartered bus services 
* 


Special cargo transportation services 


* Port passenger transportation services 
* River transportation services 
* Lake transportation services 


Warehousing business 
Forewarding agents 


* Marine forwarding brokerage 


Automobile terminal services 
Marine 
Marine 
Marine 


counting business 

metage business 
appraisement business 
Motion picture production industry 
Motion picture distribution industry 
Movie theaters, playhouses and show 
places 

Services connected with motion pic- 
ture business 

Athletic ground services 

Golf course services 
Amusement parks 
Bowling alleys 
Golf or baseball 
ranges 

Amusement goods renting services 
Parking-place business 

Advertisement agents 

Outdoor advertisement services 
Duplication services 

Commercial merchandise testing busi- 
ness 

Building maintenance services 
Geological survey business, excl. pro- 
specting 


batting practice 


* Line handling business 

* Tugboat services 

* Harbor oriented transport services 
* Marine disaster rescue services 

* Services incidental to communications 
* ])ramatie companies, orchestra and 


dancing companies and miscellaneous 
theatrical companies 
Intermediary business 
copyrights 


concerning 


* 


* Hydrographic surveying services 
* Labor consultant business 
* Marine waste oil disposal services 
Notes: 
1. The manufacturing, sales or leas- 
ing of electronic computers (in- 
cluding peripheral equipments, 


terminal units, parts and acces- 
sories) and electronic computer 
aided systems will automatically 
be transferred to ‘‘Category A 
liberalized Industry’ after a 
lapse of three years. 

The processed cheese industry is a 
“Category A  Liberalized Indus- 
try,’’ only when domestic natural 
cheese accounts for more than one 
third of the raw materials used in 
manufacture, 
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